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In an effort to prevent the Mexican Labor Confederation (CTM) from carrying through on a general
strike scheduled to begin Dec. 18, the Mexican government announced Dec. 15 that it had granted a
38% wage increase to unionized workers. Since 1982 CTM president Fidel Velazquez has done little
to defend workers while real wages dropped by half. The recent deterioration in purchasing power
provoked by a major peso devaluation, among other things, apparently led Velazquez to a change
of heart. He demanded an "emergency" 46% wage increase for the confederation's four million
members.
When the government announced the wage hike, Velazquez withdrew the threat of a general
strike. On Dec. 4, the government announced a package billed as an attempt to "maintain workers'
purchasing power" by reducing inflation and speculation. It included limited price controls,
subsidies for basic foodstuffs, and the lifting of import barriers on a list of 392 products, including
shoes, clothing, some foods (such as mayonnaise and packaged meats) and soaps. Merchants were
called on refrain from further unnecessary price hikes and hoarding of commodities. Many private
sector organizations predictably reacted with indignation. The government was warned that such
"simplistic" or "populist" solutions to the crisis would not work in the long term, and that they
would provoke "serious employment problems."
A viable solution to the problem, said the Entrepreneurial Coordinating Council (Consejo
Coordinator Empresarial), would only be found in a strategy that stimulates more investment,
productive work and the reorganization of public finances. The trade liberalization measures
were also criticized for strengthening foreign competition at the expense of domestic producers.
Additional austerity measures are expected, including massive budget cuts, draconian controls on
prices and additional increases in bank interest rates. [At present, the public deficit is running at a
record 17.4% of gross domestic product.]
Opposition party politicians and a large number of legislators from the ruling party (PRI) claim
that several expected anti-inflation policies would only exacerbate Mexico's economic problems.
For instance, they argue that high interest rates mitigate against reducing inflation. Many Mexican
and foreign economists, bankers and university professors argue that additional drastic steps will
only exacerbate the situation by enhancing uncertainty. Officials have repeatedly denied that no
"shock treatment" plans are being prepared, claiming that only "tactical adjustments" are under
consideration.
In the words of Mexico's leading business daily, El Financiero (12/10/87), discussion of inflation
and remedies for the same raising interest rates, accelerated devaluation of the peso, demands
for emergency wage hikes have only obscured the prevailing atmosphere of uncertainty. This
uncertainty is caused by what appear to be contradictory reports on the country's economic
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performance. While the task of defining the real state of affairs is a complex one and politically
tricky , it is necessary. "Psychological pressures" which gave rise to the abrupt devaluation of the
peso turned upside down what little economic stability and order previously existed.
On Dec. 1, the beginning of the last year of President Miguel de la Madrid's six-year term, the
Mexican media issued a pessimistic assessment of the previous five years. Editorial writer M.A.
Granados Chapa (La Jornada, 12/01/87) summarized the tone of such assessments as follows: "Five
years ago a liter of gasoline cost 10 pesos; today it costs 265. Five years ago the foreign debt totaled
$78 billion; today it surpasses $100 billion. Five years ago open unemployment was 8% and today
we simply don't know...The president, in his fifth annual report was rather vague saying that `in the
last 16 months, unemployment rates are substantially lower than in 1983.' Five years ago the dollar
traded for 70 pesos; yesterday it was quoted at...2,300 pesos. Five years ago...Miguel de la Madrid
assumed office. "Today we find ourselves in the same situation as in 1982. In reality, this means that
we are worse off, since in socio-economic terms failure to advance is equivalent to regression..."
In an address to the nation on Dec. 1, President de la Madrid blamed the instability in financial
markets and soaring inflation since September on "speculation."
Economics analyst Luis Javier Garrido (La Jornada, 12/04/87) disagreed: Mexico's economic disaster,
he said, is not the fault of the vast majority of its citizens who have already been subjected to
incalculable sacrifices. Rather, it is the outcome of "wrong-headed policies over a period of many
years that have weakened the Mexican economy" in terms of its ability to withstand foreign
pressures and the "ambitions of a few." According to Garrido, the current government has become
incapable of inspiring the confidence of any social sector. Expectations for 1988 are pessimistic.
Private sector economists predict a public deficit of at least 19% of GDP, and inflation of 200% or
more unless the government takes immediate action to reduce spending. Mexico's public domestic
debt currently surpasses $20 billion. About 55% of the 1988 budget, according to government
statistics, will be used to pay domestic and foreign debt obligations. (Basic data from El Universal,
12/04/87; La Hora, 12/04/87; El Financiero, 12/07/87, 12/10/87; La Jornada, 12/01/87, 12/04/87,
12/05/87; New York Times, 12/14/87, 12/15/87)
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